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After a lot of the financial crisis, liquidity problems have brought more and more 
attentions of academics and regulators in recent years. Liquidity risk has been 
identified as an important risk factor for asset pricing. Early studies of liquidity were 
focus on liquidity measures and pricing. Along with information technology, technical 
progress and financial derivatives deregulation, correlations of domestic financial 
markets and markets in different countries gradually increased. As two main 
investment markets, study of liquidity linkage between Chinese stock market and 
bond market is very essential. 
The main purpose of this paper is to explore the existence of liquidity correlation 
between Chinese stock market and bond market, and whether there are some linkages 
between market return, volatility and liquidity. This paper also study how are 
macro-economic factors affect liquidity correlation. 
This paper reviews the relevant theory of stock market and bond market liquidity, 
discusses the current commonly used measure of liquidity. The liquidity indicator is 
chosen on the basis of academic study and reality. Then the paper analyses liquidity 
co-movement of stock and bond market on the theoretical basis. Finally, 
macroeconomic effects are considered, which may have different effects on different 
markets. 
In addition to theoretical analysis, this paper also takes empirical test on the 
liquidity co-movement of stock market and bond market. The results show that the 
correlation between stock and bond market exists. Meanwhile, return and volatility 
also connect to market liquidity, and have different correlation to different market. 
And the some macroeconomic factors certainly affect liquidity correlation of Chinese 
stock and bond market. At the end of this paper, there are some advises for the 
development of the Chinese financial market. 
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